JAMES &CO.

Business Advisors | CPAs

Post Office Box 9699 + Ogden, UT 84409

Making You More Successful

for More Than 25 Years

FALL 2011

IRS TAX NOTES

IRS raises mileage
' rates
The IRS announced an
increase in the standard
mileage rates for de-
ducting costs of driving
for business or for med-
ical or moving reasons.
The new rates will apply
to driving from July 1, 2011, through
December 31, 2011. The revised rates
are 55.5¢ per mile for business driving,
23.5¢ for medical and moving driving.
The rate for charitable driving is fixed
by law and remains at 14¢ per mile.
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Visit our website for:
Weekly Tax Tips
Monthly Business Tips
Important Tax due Dates
Tax & Business Newsletters
Loan Calculator
Timely Tax Alerts
Cost Segregation Calculator

www.jamescpas.com

E-mail scam alert issued

The IRS is again warning taxpayers
not to respond to the latest flood of
e-mails claiming to come from the IRS.
These official-looking e-mails are sent
by crooks trying to steal your identity.
The IRS does not send unsolicited
e-mails, and taxpayers who receive
any purporting to be from the IRS
should not respond.

This newsletter is published quarterly as a service to our clients and friends. The informa-
tion is of a general nature and should not be acted upon without further details and/or
professional guidance. Call us at 801.399.3377 for more information.
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Tax & Business Letter

TAX CALENDAR
FALL 2011

September 15 — Due date for indi-
viduals to pay third quarter install-
ment of 2011 estimated tax.

September 15 — Deadline for
filing extended 2010 tax returns for
calendar-year corporations.

September 15 — Deadline for
filing extended 2010 partnership and
limited liability company returns.

October 3 — Deadline for business-
es to adopt a SIMPLE
retirement plan for 2011.

October 17 — Filing deadline
for extended 2010 individual
tax returns.

October 17 — If you converted

a regular IRA to a Roth IRA in 2010
and now want to switch back to a
regular IRA, you have until this date
to do so without penalty.

During November — Estimate your
2011 income tax liability and review
your options for minimizing your
2011 taxes.

Call James & Co. to schedule a tax
planning review.
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IRS explains the new bonus
depreciation rules

Under the Tax Relief Act of 2010, you
may be able to write off the entire cost
of business property placed in service
this year, thanks to 100% “bonus
depreciation.”

Prior to this law, a business was able

to claim 50% bonus depreciation on
qualified new (but not used) property
placed in service in 2010. This included
property with a cost recovery period of
20 years or less, most computer soft-
ware, qualified leasehold improvement
property, and certain water utility prop-
erty. Bonus depreciation could be co-
ordinated with Section 179 first-year
expensing and regular depreciation
deductions (subject to the annual limits).
The Tax Relief Act, signed December 17,
2010, improves and extends the tax ben-
efits. It allows a business to claim 100%
bonus depreciation for qualified property
placed in service from September 9,
2010, through December 31, 2011
(through 2012 for property with a cost
recovery period of ten years or more and
certain aircraft and transportation proper-
ty). 50% bonus depreciation can be
claimed for qualified property placed in
service during 2012.

The Tax Relief Act of 2010 did not
change the definition of “qualified prop-
erty”; it remains the same as it was
before.

®|RS issues guidance

Recently, the IRS issued new guidance
on using bonus depreciation. It focuses
on the following areas:

® Depreciation step-down
You're allowed to “step down” from 100%

bonus depreciation to 50% bonus depre-
ciation this year if it suits your needs. For
example, it may not be advantageous for
a business to front-load its depreciation
deductions to receive the maximum
amount. The IRS guidance spells out the
procedure for cutting back to 50% bonus
depreciation.

= Company vehicles

The first-year depreciation deduction for
“luxury cars” and other vehicles is
enhanced by $8,000 due to the bonus
depreciation rules.

Certain heavy-duty vehicles are exempt
from the luxury car limits. If purchased
after September 8, 2010, and before
January 1, 2012, and used 100% for
business, they may qualify for 100%
bonus depreciation.

= Qualified leasehold property

The IRS says that qualified restaurant
and retail improvement properties may
be eligible for 100% bonus depreciation
under the definition of “qualified lease-
hold property.”

= Component depreciation

A business may be able to deduct certain
components of a business building over
a faster cost recovery period than the
usual 39-year period required for an
entire building. The IRS ruling authorizes
an election to use 100% bonus deprecia-
tion for qualified components of a self-
constructed building.

Even with the recent IRS guidance, the
depreciation rules remain very complicat-
ed. For assistance in applying the rules
for maximum tax benefit to your busi-
ness, contact our office.
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Should you consider a tax-free IRA charitable rollover?

The Tax Relief Act of 2010 extended
the provision that allows taxpayers
age 70% or older to make charitable
donations of up to $100,000 directly
from their regular or Roth IRAs. But
the provision is set to once again
expire after this year. Should you
take advantage of this option in
20117

Charitable IRA rollovers are penalty-
free withdrawals that are neither
included in, nor deducted from, your
taxable income. Such withdrawals
qualify as required minimum distrib-
utions (RMD) from your retirement
account. Thus, if you do not need
the IRA distribution to live on, and
you wish to make a donation, a
charitable IRA rollover might be a
win-win strategy.

Who are the best candidates for
the tax-free IRA charitable rollover?

m If you need to take your RMD, but
do not need the money and do not
want to pay the tax on the distribu-
tion, doing a charitable rollover
would keep the RMD from inclusion
in your taxable income.

m If you make large donations, and
your charitable contribution deduc-
tion is limited due to the 50% or
30% of AGI limitations, this may be
an opportunity for you to continue to
fund your charities and not exceed
the limitations.

m If you are receiving social security,
it may be better to make the IRA gift
directly to charity so taxable income
doesn’t increase and subject your
social security benefits to taxation.

m If you claim the standard deduc-
tion, a donation to charity is not de-
ductible. But you can make the IRA
gift directly to charity and avoid
additional income tax on the RMD.

m If you want to reduce your taxable
estate, a charitable IRA rollover can
reduce your taxable estate by
$100,000 ($200,000 for a couple).
Keep in mind that there are unique
restrictions on this type of charitable
gift. The IRA rollover cannot be con-
tributed to a donor advised fund or
supporting foundation. Also, if any
benefit is received in exchange for
the gift, such as dinner tickets, the

It’s not just about the money

Studies have consistently shown that
employee compensation, although
important, is not the primary factor
that makes workers stay at a compa-
ny. It's not all about the money. In fact,
some firms that provide stellar com-
pensation packages suffer high
turnover, low morale, and dwindling
market share. Others — including
smaller companies that may not offer
tip-top benefit packages — maintain a
loyal and dedicated workforce that
regularly contributes to the company’s
success. In fact, many studies show
that happy workers provide more
efficient production, better customer

n Find us on Facebook

service, and greater innovation.

What factors could make your compa-
ny a better place to work? Here are
four keys.

m Respect. Show employees that they
matter by providing them with neces-
sary training, acknowledging outstand-
ing work, and creating a healthy and
upbeat workplace.

m Fairness. Treat employees equi-
tably. This applies, of course, to hiring
and promotion decisions, but might
also include sharing the firm’s success
through a structured bonus plan.

entire distribution becomes taxable.
As with any donation, the charity
needs to provide you with a tax
receipt containing all the proper
substantiation for your contribution.
Without it, the gift is disqualified.
Also be aware that the donation
must be made directly from the
IRA to the charity and not paid to
you first.

The charitable IRA rollover is a pow-
erful new tool for tax and gift plan-
ning. But remember, the provision is
set to expire this year. Give our
office a call today for assistance in
analyzing whether this option is a
tax-smart move for you.

m A sense of pride. Most people
enjoy working with a team that accom-
plishes something significant. Strive to
make everything you do — and every-
one you employ — an integral part of
the firm’s mission.

m Opportunities. No one looks for-
ward to a dead-end job. Give your
workers an adventure to anticipate.
For example, you might provide
cross-training to develop new skills
or encourage innovation. Even if

you can’t offer the best compensation
package on the planet, satisfied
workers can help propel your
company forward.
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James & Co. Spotlight

Travis Vadnais, MAcc, Passes CPA
Exam
Travis Vadnais, an audit specialist with
James & Co. Business Advisors /
CPAs, recently
passed the Certified
e | Public Accountant
exam. He earned a
BS in Accounting and
a Masters in
l Accounting from
Southern Utah
University. Travis has worked in pub-
lic accounting for more than six years
including experience as an auditor
with Moss-Adams LLP, one of the
largest firms in the country. In addition
to the Master of Accounting creden-
tials (MAcc), he will now add CPA to
his name. Congratulations Travis!

James & Co. always goes the
extra mile

This time, Dave Edwards, MBA, CPA
ran 18.8 miles in RAGNAR (1994’ of
incline and 1460' of
| descent). His team
for the multi-leg
overnight event

# | friends, cousin and
her husband. Dave
started training 9

months before the event, and we
were happy that he returned to the
office afterwards. Dave is a Sr. Tax
Accountant with the firm. Way to go
Dave!

Client Spotlight

Ogden Clinic

Congratulations to Ogden Clinic, an
independent physician-owned, multi-
specialty group practice in northern
Utah which recently celebrated the
completion of its new Harrison
Professional Center South. Five of
Ogden Clinic’s specialties can now be
found in one location including hand
and plastic surgery, advanced ortho-
pedics, urology, podiatry and physical
therapy. The new 26,000 square foot,
multi-million dollar facility is located at
4700 Harrison Boulevard in Ogden,
and is equipped with the latest tech-
nology. “The new facility is another
example of our dedication and contin-
ued pledge to provide top-quality
care,” said Paul Schofield, Chief
Executive Officer at Ogden Clinic.

Are you a grandparent wanting to
fund your grandchild’s education?
You'll find several ways to do this,
each with its own limitations and tax
consequences.

= Gifts.

The simplest is just to make an out-
right gift of cash to your grandchild
each year. In 2011, you can give up
to $13,000 without any gift tax liabili-
ty. If your spouse also wants to join
in the gift, you can jointly give each
grandchild up to $26,000 each year.

There’s also a way to give higher
amounts and still avoid any gift tax
consequences. You can give unlimit-
ed amounts if you make the pay-
ments directly to a qualified educa-

® Direct payments to the institution.

How grandparents can help with college costs

tion institution on behalf of your
grandchild. But there’s one draw-
back. The payments can only be for
tuition. Payments for dormitory fees,
meals and accommodations,

or books don’t qualify. You can still
give your grandchild an additional
$13,000 for these other items
though.

= Education savings accounts.

If you decide against making direct
tuition payments, consider making
part of your $13,000 gift as contribu-
tions to a Coverdell education sav-
ings account or a Section 529 plan.
These plans and accounts generally
offer tax-free growth of college sav-
ings. Age, income, and contribution
limits may apply, however.

Your grandchild’s total college sav-
ings could affect his or her eligibility
for scholarships or other tax benefits.
That’s why you should coordinate
your gifts as part of a comprehensive
education plan. Contact our office for
help setting up a tax-smart college
savings plan.
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